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NPIC/TSSG/DED-1597-69
23 April 1969

MEMORANDUM FOR: Chizf, Tochnical Services & Support Group, NPIC

SUBJECT : Terminstion of Contract
for the Development of & Rear

1, On 31 May 1967, NPIC initiated the subjsct fixed price contract
with| |to develop an Advanced Rear Projection Viewver
designate e . The contract consisted of a three phase effort--
Phage I - the lens design, Phase II - the lens fabrication, and Phase
ITI - the viswer fabrication. Under a cost sharing arrangsment, NPIC

The;I

agreed to pay 48% of the costs up to 2 maximum of for Phase I,

[:::;:::;]er Phase II and for Phase III. ewer was to be
congtructed in accordance with the detailed technical specifications
jncorporated in the contract, The contract -ras structured so that

[:::::::::ghad to satisfy each phase before they could proceed into the
next, and if they failed in any phase, they sould not be paid for that
or any subsequent phase regardless of the amount they had spent in
attempting to achizve complisnce -vith the specifications.

2., In a memorandum Trom Chief, Procursment Divieion, Office of
Iogistics dated 13 June 1968, NPIC was officially informed that
hags decided to exercise their option to terminate the present contraci Tor
the reasons thst they cannot completely meet all the technical specifica-
tions. In requesting termination prior to comploting Phsse I, they forfelt
any costs expended in their attempts to satisfy the specifications of that
phase. In other words, NPIC is not obligated to pay[;:::;;:;:] any pertion
of the[:::;:::;Jthat iz allocated for this development. § assumed that
if the contract is strictly tsrminated the FY-1967 funding cannot be used
by NPIC for any other Rear Projection Viewer dovelopment effort such as
contracting with another company to dsvelop the instrument even though
none of the FY-1967 commitment of wag actually spent. It is
undergtood that these funds are placed In & general fund unavailable to
RPIC for spscific development efforts.

3, TProm the time that this development was originally concelved it
was recognized that the complex zoom lens system was the “heart” of the
projector but it was also racognized that it was a high risk component
since its design performance required advanelng the state~of-the-art of
lens design, [ ]in their original proposal indicated thelr high
confidance to design the zoom lens by proposing and accepting a fixed-
price contract. This means that the confractor elther meeis all of the
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SUBJECT: Termination of Contract | for the
Development of a Rear ProJection Viewer

specifications or he does not get paid. | | was unable to meet the
apecification for the zoom lens, therefore ey notified the Govermment

that they desired to exercise thelr coutractual option to terminate. Follow~
ing this notification,[:::;:::::::had NPIC begen discussion in an attempt

to econtinue the development under some modified contrectusl form and with
some minor changes to specifications. These discusslons resulted in a
series of proposals from none of which were acceptable, either
technically or contractually, to NPIC. It is[::;::;::::] position that the
only arrangement under whleh they would now be willing to continue would be
a cost-type contract. This type of contract is totally unsatlsfactory to
WPIC because it would mean that the Government would teke the entire risk of
success and the zoom lens 1s stlll a high risk item. Recently, there hes
been gignificant reorganization within the company and the present manage-
ment is elther not as optimistic of technical success or is not willing to

accept the riske that the previous management was willing to take, |

18 essentially indicating that their confidence level in thelr ability to
neet NPIC!'s specifications is now extremely low,

4, For these ressons, combined with the fact that the Government is
prohibited from re-negotiating contracts without recelving adeguate conslders-
tion, which would be the case 1f this development was changed to a cost-type
effort, 1t is recommended that NPIC notlfy the West Cosst Procurement Office
o sccept offer to terminste the subject contract at
no cogt ¢ .

Chief, Development & EugineerIng Division, TSSG

Distribution:
Original - Addressee
3 - NPIC/TBSG/DED files

NPIC/TSSG/DED/R&D-I (23 Apr 69)
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